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MEMORANDUM

TO: Rappahannock Regional Jail Authority ("Authoritv")

FROM: David P. Rose, Managing Director
Darrell V. Hill. Analyst
Wheat First Butcher Singer

DATE: July 10, 1995

SUBJECT: Multi-Year Debt Service Repayment Schedules Including the Usage of
a "Super Sinker" Mechanism

Enclosures

Per our previous discussions at the June Board meeting, we have reviewed several amortization schedules
to demonstrate their relative impact to the Authority and each locality in terms of annual net debt service to
be paid by each locality. While maintaining the state reimbursement financing fixed over 20 years with no
capitalized interest, we assumed the localities portion of the financing would capitalize interest for 18
months with level construction draws over one year. Four different scenarios were then prepared (see tabs
1-4 for detail) which are as follows:

Tab Structure\Scenario
One 20 Year Local Repayment
Two 25 Year Local Repayment

Three 30 Year Local Repayment
Four 30 Year Local Repayment using a "Super Sinker"

A "Super sinker" is a financing mechanism which, through various methods, reduces the overall interest
expense over the life of an issue by prepaying a fixed amount of principal prior to its stated maturity. This
is accomplished by identifying the total term bond amount (i.e., the last stated maturity for an issue) and
prepaying up to a specified amount of the principal annually until the full amount of the term bond is
retired. Of the 20, 25 and 30 year amortization, as shown in tabs one through three, the 30 year
amortization results in the lowest annual net debt service cost to the individual localities.

Based on the previous conclusion, we analyzed the effect of calling $500,000 annually of the 2026 term
bond (scenario four). The effect of this "Super Sinker" is to shorten the final maturity by four years and
reduce the overall interest expense by approximately $11 million. The total savings realized by the
localities, would be approximately $7.5 million. The front page of each tab outlines the resulting debt
service to the Authority and each locality for the respective amortization schedule.

We welcome an opportunity to discuss this with the Authority and each individual locality at your
convenience.
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